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Subpart A—Form and Content of
Financial Statements

§563c.1 Form and content of financial
statements.

(a) This subpart A states the require-
ments as to form and content of finan-
cial statements included by a savings
association in the following docu-
ments. However, the Office’s regula-
tions governing the applicable docu-
ments specify the actual financial
statements that are to be included in
that document.

(1) Any proxy statement or offering
circular required to be used in connec-
tion with a conversion under part 563b
of this chapter.

(2) Any offering circular or nonpublic
offering materials required to be used
in connection with an offer or sale of
securities under part 563g of this chap-
ter.

(3) Any filing under the Securities
Exchange Act of 1934, 15 U.S.C. 78a et
seq., made pursuant to the require-
ments of part 563d of this chapter.

(b) Except as otherwise provided by
the Office by rule, regulation, or order
made specifically applicable to finan-
cial statements governed by this sec-
tion, financial statements shall:

(1) Be prepared and presented in ac-
cordance with generally accepted ac-
counting principles;

(2) Comply with subpart C of this
part;

(3) Consistent with the provisions of
this subpart, comply with articles 1, 2,
3, 4, 10, and 11 of Regulation S-X adopt-
ed by the Securities and Exchange
Commission (17 CFR 210.1-210.4, 210.10,
and 210.11).

§563c.2

(4) Be audited, when required, by an
independent auditor in accordance with
the standards imposed by the American
Institute of Certified Public Account-
ants.

(c) The term “‘financial statements”
includes all notes to the statements
and related schedules.

§563c.2 Definitions.

(See also 17 CFR 210.1-02.)

(a) Registrant. The term “‘registrant”
means an applicant, a savings associa-
tion, or any other person required to
prepare financial statements in accord-
ance with this subpart.

(b) Significant subsidiary. The term
“significant subsidiary’’ means a sub-
sidiary, including its subsidiaries,
which meets any of the following con-
ditions:

(1) The association’s and its other
subsidiaries’ investments in and ad-
vances to the subsidiary exceed 10 per-
cent of the total assets of the associa-
tion and its subsidiaries consolidated
as of the end of the most recently com-
pleted fiscal year (for purposes of de-
termining whether financial state-
ments of a business acquired or to be
acquired in a business combination ac-
counted for as a pooling of interests
are required pursuant to 17 CFR 210.3-
05, this condition is also met when the
number of common shares exchanged
by the association exceeds 10 percent of
its total common shares outstanding at
the date the combination is initiated);
or

(2) The association’s and its other
subsidiaries’ proportionate share of the
total assets (after intercompany elimi-
nations) of the subsidiary exceeds 10
percent of the total assets of the asso-
ciation and its subsidiaries consoli-
dated as of the end of the most re-
cently completed fiscal year; or

(3) The association’s and its other
subsidiaries’ equity in the income from
continuing operations before income
taxes, extraordinary items, and cumu-
lative effect of a change in accounting
principle of the subsidiary exceeds 10
percent of such income of the associa-
tion and its subsidiaries consolidated
for the most recently completed fiscal
year.

257



§563c.3

COMPUTATIONAL NOTE: For purposes of
making the prescribed income test the fol-
lowing guidance should be applied:

1. When a loss has been incurred by either
the parent or its consolidated subsidiaries or
the tested subsidiary, but not both, the eqg-
uity in the income or loss of the tested sub-
sidiary should be excluded from the income
of the association and its subsidiaries con-
solidated for purposes of the computation.

2. If income of the association and its sub-
sidiaries consolidated for the most recent
fiscal year is at least 10 percent lower than
the average of the income for the last five
fiscal years, such average income should be
substituted for purposes of the computation.
Any loss years should be omitted for pur-
poses of computing average income.

§563c.3 Qualification of public ac-
countant.

(See also 17 CFR 210.2-01.)

The term ‘‘qualified public account-
ant’”” means a certified public account-
ant or licensed public accountant cer-
tified or licensed by a regulatory au-
thority of a State or other political
subdivision of the United States who is
in good standing as such under the laws
of the jurisdiction where the home of-
fice of the registrant to be audited is
located. Any person or firm who is sus-
pended from practice before the Securi-
ties and Exchange Commission or other
governmental agency is not a ‘‘quali-
fied public accountant’ for purposes of
this section.

[54 FR 49627, Nov. 30, 1989, as amended at 60
FR 66718, Dec. 26, 1995]

§563c.4 Condensed financial informa-
tion [Parent only].

(@) The information prescribed by
Schedule 11l required by section IV of
§563c.102 of this part shall be presented
in a note to the financial statements
when the restricted net assets (17 CFR
210.4-08(e)(3)) of consolidated subsidi-
aries exceed 25 percent of consolidated
net assets as of the end of the most re-
cently completed fiscal year. The in-
vestment in and indebtedness of and to
association subsidiaries shall be stated
separately in the condensed balance
sheet from amounts for other subsidi-
aries; and the amount of cash dividends
paid to the parent association for each
of the last three years by association
subsidiaries shall be stated separately
in the condensed income statement
from amounts for other subsidiaries.

12 CFR Ch. V (1-1-08 Edition)

(b) For purposes of the above test, re-
stricted net assets of consolidated sub-
sidiaries shall mean that amount of the
association’s proportionate share of
net assets of consolidated subsidiaries
(after intercompany  eliminations)
which as of the end of the most recent
year may not be transferred to the par-
ent company by subsidiaries in the
form of loans, advances, or cash divi-
dends without the consent of a third
party (i.e., lender, regulatory agency,
foreign government, etc.).

(c) Where restrictions on the amount
of funds which may be loaned or ad-
vanced differ from the amount re-
stricted as to transfer in the form of
cash dividends, the amount least re-
strictive to the subsidiary shall be
used. Redeemable preferred stocks (See
item | (22) in §563c.102) and minority
interest (See item | (21) in §563c.102)
shall be deducted in computing net as-
sets for purposes of this test.

Subpart B [Reserved]

Subpart C—Financial Statement
Presentation

§563c.101 Application of this subpart.

This subpart contains rules per-
taining to the form and content of fi-
nancial statements included as part of:

(@) A conversion application under
part 563b, including financial state-
ments in proxy statements and offering
circulars,

(b) A filing under the Securities Ex-
change Act of 1934, 15 U.S.C. 78a et seq.,
and

(c¢) Any offering circular required to
be used in connection with the issuance
of mutual capital certificates under
§563.74 and debt securities under §563.80
and §563.81 of this chapter.

[54 FR 49627, Nov. 30, 1989, as amended at 65
FR 16305, Mar. 28, 2000]

§563¢.102
tation.

This section specifies the various line
items which should appear on the face
of the financial statements governed
by this subpart C and additional disclo-
sures which should be included with
the financial statements in related
notes.

Financial statement presen-
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